April 8, 1997

Ofice of the Conptroller
of the Currency,
Western District
50 Frenont Street, Suite 3900
San Francisco, California 94105

Attn: Ellen Shepherd, Acting Licensing Manager

Ladi es and Gentl enen:

Zions First National Bank (“Zions”) hereby applies
pursuant to 12 C.F. R Section 5.34 for approval for its
operating subsidiary, Zions Investnent Securities, Inc. (the
“Conpany”), to commence certain new activities. The Conpany
was formed as an operating subsidiary pursuant to authority
granted in a letter fromthe Ofice of the Conptroller of
the Currency (the “Conptroller”) dated July 10, 1991.

In accordance with the requirenents of 12 C. F. R
Section 5.34(e)(1), Zions hereby submts the follow ng
i nformati on:

(1) Aconplete description of Zions’ investnent in the
Conpany.

Zions's equity investnent in the Conpany is

approxi mately $1, 237, 000, consisting of $100,000 in paid-in
capital and $1,137,000 in retained earnings. Although Zions
has no current plan to invest additional suns in the
Conmpany, Zions intends to review routinely the capital needs
of its subsidiary, especially in light of the Conpany’s
proposed new activities, and to consider the possibility of
addi tional capital infusions as appropriate. Any such

addi tional capital infusions would be nade only after
consideration of the inpact on Zions' capital ratios of the
deductions required by 12 CF. R Section 5.34(f)(3).
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(2) The proposed new activities of the Conpany.

The Conpany proposes to engage in underwiting,
dealing in and investing in securities of states and
political subdivisions thereof. These securities would
include: (i) obligations presently defined by the
Conmptrol l er as general obligations of states and political
subdi visions and (ii) other obligations of states and
political subdivisions thereof which do not qualify under
the Conptroller’s current definitions as general obligations
(“Revenue Bonds”).

The Conpany currently engages in providing
br okerage and i nvestnent advisory services with respect to
corporate equity securities, U S. government securities,
annuities and other securities and investnent products. In
all instances other than transactions in nutual funds and
annuities, the Conpany acts as introducing broker and clears
t hrough the Pershing D vision of Donal dson, Lufkin &
Jenrette Securities Corporation (“DLJ”). The Conpany does
not currently underwite or deal in any securities.

(3) The organizational structure and managenent of the
Conpany.

The Conpany is a wholly owned, direct subsidiary
of Zions. It is registered as a broker-dealer with the
Securities and Exchange Comm ssion.

Currently, the managenent of the Conpany consists
of four individuals who supervise the Conpany’s brokerage
activities. Each of these individuals has substanti al
experience in the securities brokerage and trading
busi nesses.

[ See the Confidential Annex to this Application for the
remainder of Applicant’s response to this i1tem.]
(4) The relations between Zions and the Conpany.
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The Conpany is a wholly owned, direct subsidiary
of Zions. Several nenbers of the Conpany’ s Board of
Directors are nenbers of senior managenent of Zions, Zions
Bancorporation (Zions' parent hol ding conpany) and/or ot her
affiliated banks of Zions. These directors include Zions
Bancor poration’s President and Chief Executive Oficer,
several Executive Vice Presidents of Zions and the Chairnman
and Chi ef Executive Oficer of National Bank of Arizona, an
affiliated bank of Zions.

As nentioned above, the Conpany currently engages
in providing brokerage and i nvestnent advisory services with
respect to corporate equity securities, U S. governnent
securities, annuities and other securities and investnent
products and, for the nost part, clears through the Pershing
Division of DLJ. In connection with such activities, the
Conpany enpl oys 34 individuals who broker such products to a
retail clientele. Each of those individuals is registered
with the NASD as a General Securities Representative, which
designation indicates that they have passed an NASD
exam nation and are engaged in the investnment banking or
securities business, including the solicitation or conduct
of business in securities. Zions, on the other hand,
underwites, deals in and invests in general obligation
securities, and Zions’ sales force markets such products to
an institutional clientele.

Assum ng the proposed new activities are approved
by the Conptroller, it is expected that Zions wll continue
to underwite, deal in and trade in general obligation
securities, while the Conpany will conduct simlar
activities wth respect to Revenue Bonds. Naturally, Zions
and the Conpany expect there to be an institutional demand
for the Revenue Bonds underwitten by the Conpany. Wth
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that in mnd, it is expected that Zions wll broker and
provi de i nvestnent advice regarding such securities to its
institutional clients, in all cases acting as agent on
behal f of its institutional custoners. |In all instances,
Zions' sales representatives will fully disclose that Zions
is acting only as agent and that the securities are
underwitten by the Conpany, not Zions. |In addition, al
confirmati ons of sales sent to custoners of Zions and any
mar keting material provided by Zions will fully disclose
that Zions acts solely as agent and that the Conpany is the
underwiter of (or dealer in, as the case may be) the
securities.

Finally, the Conpany wll clear all transactions
in municipal securities through Zions. As nentioned above,
except with respect to nutual funds and annuities, the
Conpany currently clears its transactions through the
Pershing division of DLJ. Zions and the Conpany believe
that the costs associated with the start-up and mai nt enance
of back office operations necessary for the Conpany to clear
transactions in municipal securities make the initiation of
such operations inpractical and unrealistic. Moreover,
gi ven that many of the purchasers of the securities to be
underwitten or dealt in by the Conpany are currently
clients of Zions, Zions is the nost |ogical choice to act as
clearing agent for the Conpany. 1In all instances in which
Zions' acting as clearing agent for the Conpany wll require
contact with the public, including the sending of
confirmati ons as nentioned above, Zions wll fully disclose
that it acts solely as clearing agent and that the Conpany
is the underwiter of (or dealer in, as the case nay be) the
securities.
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(5) \Whether Zions intends to conduct any activity of
the Conpany at a location other than its nmain
office or a previously approved branch.

At the present tinme, the Conpany conducts its
busi ness fromoffices located in buildings in which Zons
maintains its main office or a branch. The Conpany may, in
the future, however, establish offices at other |ocations.
The Conpany will not, however, take deposits, nmake | oans
(other than margin | oans) or pay checks.

(6) Oher information.

Zi ons proposes that the Conpany engage, as
principal, in an activity different fromthat perm ssible
for a parent national bank but that is part of or incidental
to the business of banking. Zions submts the enclosed
Menmor andum i n Support of the Application (the “Menoranduni),
whi ch addresses a nunber of |egal and other issues.

Zions commts to conply wth the requirenments of
12 CF.R Section 5.34(f)(2) and (3). The Menorandum
contains information denonstrating that Zions wll remain
wel |l capitalized after making the deductions required by
12 CF.R Section 5.34(f)(3). Zions neets the requirenents
of an “eligible bank” under 12 C.F.R Section 5.3(Q).
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Pl ease direct any questions regarding this
Application to Donald J. Touney at (212-558-4077), Patrick
S. Brown at (213-955-8025) or Stanley F. Farrar at (213-955-
8023), each of Sullivan & Cromnel | .

Very truly yours,

ZI ONS FI RST NATI ONAL BANK

By: [s/ W David Hem ngway

Name: W David Hem ngway
Title: Executive Vice President
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